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SUBJECT: GOI-RTI THIRD-GENERATION MINING AGREEMENT 
REE: A. STATE 116357, B. JAKARTA 3498 

1 . AS PREDICTED REE B, AND AS REPORTED IN MEDIA, GOI AND RIO 
TINTO INDONESIA INITIALLED THIRD-GENERATION MINING CONTRACT IN 
EARLY APRIL. CONTRACT, HOWEVER, HAS NOT YET BEEN SIGNED; ON 
INDONESIAN SIDE IT WAITS PRESIDENTIAL APPROVAL. OUR CONTACT 

IN MINISTRY OF MINES GROANINGLY ADMITS HE HAS BEEN PREDICTING 
FINAL APPROVAL ANY DAY NOW FOR ALMOST THREE WEEKS; HE HAS 
PROMISED TO PROVIDE US WITH EINAL TEXT AS SOON AS IT IS SIGNED. 
NEITHER RTI NOR GOI EVINCES ANY REAL WORRY OVER DELAY. 

2. HARDENING OF TERMS FROM SECOND-GENERATION CONTRACT AS 
FOLLOWS: 

(A) FOREIGN EXCHANGE REGIME: FOREIGN EXCHANGE GENERATED 
FROM FUTURE MINERAL PRODUCTION TO BE HELD OVERSEAS IN ACCOUNTS 
DESIGNATED BY BANK INDONESIA; THERE WILL BE A EICTION OF AN 
EXCHANGE TO AND FROM RUPIAH ON WHICH BI WILL EARN FEE OF 
3/8'S OF 1 PERCENT. UNDER OLDER CONTRACTS, COMPANIES 
COULD HANDLE FOREX AS THEY WISHED AFTER REPATRIATING 
REQUIRED PAYMENTS TO INDONESIA. 

B. THERE WILL BE AN EXPORT TAX ON 10 PERCENT ON 
UNPROCESSED ORES; TAX WILL BE REDUCED DEPENDING ON TYPE 
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OF MINERAL AND DEGREE OF PROCESSING. THERE WILL BE NO 
EXPORT TAX, FOR EXAMPLE, ON COPPER CONCENTRATES. SECOND- 
GENERATION CONTRACT HAD NO EXPORT TAX PROVISIONS. 

C. A WINDFALL PROFITS TAX WILL BE LEVIED WHEN 

RETURN ON INVESTMENT EXCEEDS 15 PERCENT OVER THREE YEAR 
PERIOD. SECOND-GENERATION CONTRACT HAD NO WINDFALL 
PROFITS PROVISION. 
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D. FIFTY-ONE PERCENT OF SHARES WIT T. BE OFFERED 
TO INDONESIAN INVESTORS, GOVERNMENT OR PRIVATE, WITHIN 
TEN YEARS OF BEGINNING OF MINERAL PRODUCTION. SECOND- 
GENERATION CONTRACT INCLUDED PROVISION FOR OFFER OF 
20 PERCENT OF SHARES TO INDONESIANS. CONTRACT WILL 
INCLUDE COMPLICATED PROVISIONS DETAILING HOW SHARES 
ARE TO BE EVALUATED, PROCEDURES FOR INDEXING OE INVESTMENT, ETC. 

3. WE CAN DETECT NO ONRUSH OF NEW INVESTORS IN MINERAL 
SECTOR IN INDONESIA, RTI, AS PREVIOUSLY REPORTED, BELIEVES 
CONTRACT IS "A LITTLE BETTER " THAN TERMS AVAILABLE 
IN SIMILAR DEVELOPING COUNTRIES. 
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